
NAVIGATING TECHNOLOGICAL INNOVATION:
CASE STUDIES IN PAYMENTS

In Partnership With: 



CONTENTS
Executive Summary 1

Introduction 2

Evolving Technology 3

Departmental Objectives 3

SIDEBAR: 
Using technology to remain compliant with regulations 7

Enabling Change 8

SIDEBAR:
Technological developments 10

Payments Innovation 12

Regulation 14

How Payments Innovation Supports Efficiency 15

Opportunities to Manage Payments More Efficiently 21

Conclusion 24

All rights reserved. No part of this publication may be reproduced, stored in 
retrieval system or transmitted in any form or by any means, electronic, mechanical, 
photocopying, recording or otherwise, without the prior written permission of the 
Association for Financial Professionals. © 2019 



1NAVIGATING TECHNOLOGICAL INNOVATION: CASE STUDIES IN PAYMENTS

EXECUTIVE SUMMARY
The liberalisation of regulations combined with technological 
innovation have helped companies expand their businesses 
and extend their reach to customers worldwide. Regulatory 
and technological developments, and the changes wrought by 
globalisation, have also been instrumental in transforming the 
treasurer’s role of managing cash and risk; as companies extend in 
search of new markets, treasurers are faced with managing cash 
and risk in ever more complex organisations and markets.

Innovation in payments technology is a good example of the 
challenges facing treasurers today. The ease with which treasurers 
communicate, and integrate, with banking partners and business 
units worldwide and the ability to manage global payment activity 
from one, or a small number, of locations, are clear advantages 
brought about through technological innovation. However, the pace 
and extent of change, can make it difficult for treasurers to identify 
and plan how best to use technology on a tactical and strategic 
level, for the benefit of their organisation.

This paper is structured in two main parts. The first part identifies 
key developments in treasury technology and analyses how new 
products can be harnessed to enhance operational efficiency in 
the treasury department. The second part focuses on innovation in 
payments and illustrates how treasurers can take advantage of a 
number of key developments to manage payments more efficiently. 

NAVIGATING TECHNOLOGICAL INNOVATION: 
CASE STUDIES IN PAYMENTS
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INTRODUCTION
Companies are operating in a rapidly changing world. The overriding theme of 
the last 25 years has been one of globalisation. Governments around the world 
have reduced barriers to trade, encouraging the development of multinational 
corporations with global supply chains. And, as the task of supporting and 
managing these supply chains has become more complex, so the role of 
treasury has expanded. From a treasury perspective, two regulatory trends 
have been important. First, there has been a general relaxation of exchange 
controls, with the effect that it has become much easier for multinational 
organisations to operate on a cross-border basis. Second, as companies have 
started to take advantage of the relaxation in regulation by centralising certain 
treasury and finance activities, some governments, including those in Singapore 
and Hong Kong, have sought to incentivise multinationals to locate their 
treasury and finance centres in their jurisdictions. 

To operate effectively in these challenging circumstances, and to support the 
delivery of their organisations’ business strategies, treasurers need to harness 
the efficiencies that technology offers. Deployed appropriately, technology 
can help treasurers achieve visibility over cash, identify and manage risk 
and demonstrate control in complex multinational organisations operating 
in multiple countries and currencies. As an example, technology allows 
treasurers to exercise greater control over payments than ever before, while 
simultaneously adopting strategies that integrate payments management with 
foreign exchange risk management.
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EVOLVING TECHNOLOGY
Technology already plays an important role in supporting the treasury department. 
Companies rely to a greater or lesser extent on banks (and, in some cases, other 
external partners) to process payments (both incoming and outgoing), as well as 
to provide information on those cash flows and resulting positions. In addition, all 
companies rely on technology to analyse and record their own activities, whether this 
is performed via a standard spreadsheet or a sophisticated treasury management 
system. For most organisations, the adoption of new treasury technology is a series of 
incremental changes, rather than a single ‘big-bang’ restructuring.

Departmental Objectives
In this context, therefore, it is helpful to consider the role of technology in supporting the 
wider treasury departmental objectives. In general terms, treasurers employ technology 
to support the implementation of the group’s treasury policy and procedures. Importantly, 
technology does not replace strategic considerations although it can, and does, replace 
tactical or daily operational decision-making, albeit within preset parameters. Any 
adoption of technology needs to be understood by treasury practitioners (as well as 
CFOs, auditors and others) to ensure it is used appropriately and that unreal expectations 
are not placed upon it.

EVOLVING TECHNOLOGY
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Efficiency
Treasurers are under constant pressure to ensure 
their departments operate as efficiently as possible. 
Used appropriately, technology can support 
improvements in operational efficiency, while 
minimising the risk of errors. In turn, improved 
efficiency frees time for practitioners to focus on 
value-added activities. 

The shift away from installed solutions towards 
Software as a Service (SaaS) access has 
helped to reduce the initial costs of technology 
and bring the use of technology within the 
budget of more companies. Automation allows 
transaction volumes to be increased, providing 
the opportunity to achieve economies of scale, 
especially if activities can be concentrated to a 
‘centre of excellence’ – perhaps in the form of 
a shared services or regional treasury centre. 
Economies-of scale-gains may arise by making 
it cost-effective to deploy more advanced 
technology or simply as a result of centralising 
activities, such as payments, to specialists 
who perform tasks faster and understand any 
associated risks more clearly. 

However, adopting new technology in itself will 
not necessarily result in a more efficient treasury. 
It is just as important to recognise that other 
structural factors, whether it is implementing more 
efficient workflows or centralising one or more 
activities to eliminate a duplication of effort, may 
create significant efficiency gains. 

Visibility and Control
To be able to operate efficiently, treasurers need 
to have good visibility over cash, the ability to 
identify risk and demonstrable control over group 
activity. These requirements apply whether the 
responsibility for executing policies lies at the 
centre (perhaps through a network of regional 
treasury centres) or remains within operating 
companies. Either way, group treasury needs to be 
able to report accurately to senior management 
and the board, who are responsible for the overall 
management of the group. Technology plays a key 
role in helping treasurers meet these objectives. 

Visibility of Cash
Attaining accurate and timely visibility over 
group cash is absolutely critical in achieving 
an efficient treasury operation. Without 
knowledge of cash flows and positions, 
companies are likely to have to maintain 
unnecessary credit lines for precautionary 
purposes or rely on accessing finance at very 
short notice (thus at greater expense) to 
maintain liquidity. Investing in a solution that 
gives visibility of cash allows a treasurer to be 
more proactive, whether the organisation is a 
net borrower or has net surplus cash. 

There are technology solutions that help 
achieve cash visibility in a number of ways:

• Support for intercompany liquidity 
management. Automated intragroup 
cash pools (subject to compliance with 
relevant regulations) can help to use group 
cash more efficiently. Different styles of 
cash pools (both physical and notional) 
are supported (again where permitted) 
by both banks and specialist providers. 
These solutions also generate reporting 
entries that can be imported into any 
general ledger. Technology can also power 
payments hubs and factories, giving central 
treasury greater visibility over cash flows.

EVOLVING TECHNOLOGY
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• Managing cash forecasts. Data from 
banks and business units can be captured 
and entered into a treasury department’s 
cash forecasting system. Technology can 
also help prepare and interrogate cash 
forecasts. Instead of having to collate data 
from multiple sources by hand, technology 
streamlines the collation process with 
a minimum of error (although it takes a 
degree of effort to achieve participation 
that results in accuracy).

• Cash position analysis. Once a cash 
forecast has been built, treasurers can 
stress-test the forecasts (for example, 
by changing interest and/or foreign 
exchange rates or assuming a slower 
collection rate to represent worsening 
economic conditions) to help the 
department, and the company, prepare 
for different market scenarios.

• Variance analysis.  Forecasts can also 
be compared to actual figures, which 
helps treasury and the wider business 
understand the company’s broader 
dynamics. This analysis helps treasury 
provide insight to the board and senior 
executives as they analyse current 
performance and prepare future strategy.

Identification of Risk
Improved visibility over cash flows and 
positions helps companies identify and, 
therefore, manage risk. This benefit applies 
in any organisation but is of greater value 
as organisations become more complex by 
operating through different entities in multiple 
countries and currencies.

Building a group-wide view of cash positions 
and flows will help to identify natural hedges. 
A natural hedge arises when exposures in 
one part of the organisation can be offset 
elsewhere in the business. For example, a 
company may be able to manage a foreign 

exchange exposure by offsetting operating 
expenses with sales revenues in the same 
currency. A centralised approach helps 
treasurers integrate foreign exchange risk 
management with payments management, 
and ensures any foreign exchange risk is 
identified at the appropriate point. These can 
both be valuable benefits, especially in more 
volatile market conditions. 

The tightest method is via the introduction 
of an in-house bank, in which all group entity 
flows are routed through the in-house bank 
itself. This effectively results in all intragroup 
exposures being netted off against each other, 
with only the net external exposures needing 
to be managed, at potentially reduced cost. If 
fewer hedge positions are taken, a company’s 
counterparty risk profile will also be lower.

Even if an in-house bank is not implemented, 
there are other ways to manage risk. Bank-
provided liquidity management solutions (such 
as automated zero- or threshold-balancing 
solutions and wider cash pools) help reduce 
group exposures to interest rate risk by netting 
or aggregating balances across different 
group bank accounts. It is often possible to net 
intragroup foreign exchange transactions (and 
sometimes external transactions), which can 
provide significant savings, especially where 
these payments have previously been made 
through the external banking system. When 
netting is not possible, aggregating foreign 
exchange positions can allow the treasury 
to achieve better pricing than individual 
group entities can obtain, and treasury can 
take a more strategic approach to currency 
transactions when they are integrated with the 
group disbursement cycle. 

Running a centralised structure, whether a 
series of virtual bank accounts, a regional 
treasury centre or a fully-fledged in-house 
bank, requires the support of powerful 
treasury technology. 

EVOLVING TECHNOLOGY
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Demonstrable Control
For a treasurer to be able to demonstrate 
control over group activity is important for a 
number of reasons. Firstly, for all the reasons 
outlined above, technology enables group 
treasurers to gain visibility over cash and 
risk, across all group entities, wherever they 
happen to be operating, and, importantly, 
whether central treasury is operationally 
responsible for treasury activity or not. This 
visibility means that treasurers have an active 
view on positions and flows, allowing them to 
actively manage emerging problems, rather 
than seeking to respond after an event.

Having visibility alters the relationship between 
a central treasurer and an operating entity, 
again whether or not the business entity is 
operationally responsible for treasury activity. 
The technology that provides visibility over 
positions also provides the central treasury 
with the means to be able to both manage 
more operational activities centrally (whether 
from central treasury centre, a series of 
regional treasury centres or via a shared 
services centre) and also to monitor activities 
and compliance with policy. As a result, it is 
possible to implement group treasury policies 
and procedures in the expectation that all 
group entities follow them (even where 
regulation and product availability may require 
some local variations). 

In addition, even where local entities retain 
responsibility for operational activities, approvals 
can be managed remotely so central treasury 
can approve a locally initiated transaction. This 
will help to reduce operational risk where there 
are insufficient local staff with the necessary 
expertise to populate a meaningful approval 
process.  This same technology can be used to 
permit group treasury to authorise transactions 
wherever they happen to be – whether they are 
permanently in another office or whether they 
are travelling between different locations.

Using technology to demonstrate control is 
becoming increasingly important as corporate 
governance regulations and anti-money 
laundering legislation expect, and require, boards 
and executive management to have control over 
group activity, including treasury and payments. 
An auditable treasury process that identifies who 
took action, within preset authority limits, and 
with predetermined counterparties is a useful 
tool in demonstrating board level control over 
treasury activity. For example, such a process can 
be used to vet payments, protecting a company 
against the risk of breaching economic sanctions 
or allegations of money laundering. Alongside 
the ability to achieve economies of scale within 
treasury and thereby reducing costs, being able 
to demonstrate control is a powerful argument 
for treasurers seeking board-level support and 
funding for a technology project.

EVOLVING TECHNOLOGY
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For treasurers, today’s business environment is covered by a 
range of regulation, notably in the area of payments. Treasurers 
in multinational companies, especially those operating from a 
treasury centre, have to remain compliant with regulation in every 
jurisdiction in which they operate. They will rely to an extent on 
the advice of their banking partners – but this can be more difficult 
in environments in which bank relationship management has also 
been centralised, as the central banking partners may not have the 
same local knowledge as the local banking partners they replaced. 
Technology can be used to bridge that gap.

For example, treasurers need to be mindful of anti-money 
laundering regulations as well as the implications of any imposed 
economic sanctions. Treasurers need to know their counterparties, 
especially when disbursing payments on a cross-border basis. 
Technology can help in two ways. Firstly, using technology to store 
settlement instructions can be a useful tool in the battle against 
fraud. Changes to such instructions can be tracked and checked in 
advance of further payments being initiated. Similarly, payments 
directed to at risk locations or beneficiaries can be identified for 
additional checks. Secondly, technology can remove much of 
the reputational risk associated with payments by facilitating the 
centralisation of payments administration to a shared services 
centre or payments factory. A centralised payments function 
can standardise rules and procedures in a way that minimises 
the risk of regulation breach (although it cannot remove the risk 
completely) by taking away the responsibility (as well as cost) 
from group operating companies which may not have as great a 
level of expertise.

Using technology to remain 
compliant with regulations

EVOLVING TECHNOLOGY
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Enabling Change
Technology innovation has allowed treasurers 
to alter their departmental structures and 
processes to take advantage of the opportunities 
that have arisen from globalisation. While large 
multinationals have been at the forefront of this, 
technology can be harnessed by all organisations 
enabling them to operate internationally and 
to manage the increased treasury complexity 
that results from expanding operations. Even 
small businesses (those that typically do not 
have a standalone treasury operation) can take 
advantage of a range of services offered by their 
banks and independent solution providers to take 
control of their cash flows and risks. 

Broadly speaking, technology enables change in 
three key areas by:

• Helping treasury improve connectivity, both 
internally (i.e. between the headquarters, 
treasury and the business units) and externally 
(i.e. with partners, including banks, suppliers 
and customers); 

• Allowing treasury to standardise, streamline 
and automate processes; and 

• Facilitating the centralised control and 
implementation of treasury activity on a 
cross-border basis.

Improving Connectivity
Any treasury technology development provides 
two core benefits: it extends the range of 
functionality available to treasury practitioners 
and allows treasurers to take advantage of any 
improved functionality to make better, more 
informed decisions. The primary benefit to a 
treasurer of any innovation in treasury technology 
will be the ability to obtain improved visibility 
over cash and exposures and to understand these 
positions more clearly. 

Yet without good connectivity to other group 
entities (including treasury centres and shared 
services centres) and external partners, including 
banks, software providers and asset managers, 
the full benefits of improved functionality 
will not be realised. It is access to improved 
connectivity that provides real-time data flows, 
many of which are automated via API or artificial 
intelligence, which is central to the utility of 
treasury-specific technology. As an example, the 
second EU Payment Services Directive (PSD2) 
has encouraged the development of APIs as part 
of the policy of supporting “open banking”. PSD2 
requires banks to provide clients’ data to third-
party providers (with clients’ authority) via APIs. 
The third-party providers (known in the regulation 
as Account Information Service Providers – AISPs) 
are then able to aggregate data from different 
banks on behalf of each client, enhancing their 
visibility of cash. 

EVOLVING TECHNOLOGY
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EVOLVING TECHNOLOGY

Managing Complexity
Technology can be used to automate many routine 
processes, freeing treasurers to focus on solving 
problems and developing new solutions. More 
sophisticated treasury departments have moved 
away from using spreadsheets to using treasury 
management software (or treasury modules of 
ERP systems) as the core platform from which to 
manage the department. These solutions generally 
have the ability to interface with banks and other 
core external partners, whether via some form of 
middleware or API. Even a relatively unsophisticated 
treasury department relies on technology to perform 
core roles on a daily basis, whether it is by collating 
transaction and balance reports from their banks or 
analysing positions on a spreadsheet. 

And, while all technology solutions vary to an 
extent, all will support the management of 
complex organisations in three ways:

• Integration with internal and external 
partners. Much of the data used to populate 
spreadsheets can be automatically captured.

• Access to powerful data collation and analysis 
tools. These tools streamline the process of 
calculating positions and exposures, making 
it easier for a treasurer to make a strategic 
decision.

• Use of automated workflow functionality. A 
key by-product is that automation of data 
processing accelerates complex calculations 
while simultaneously reducing errors. Workflow 
functionality also supports the segregation 
of duties when transactions need manual 
initiation and approval; these decisions are then 
part of a formal audit trail.

Crucially, when combined, these functions allow 
treasurers to focus their time on more strategic 
issues and makes it possible to manage increasingly 
complex organisations from a single location. 
Alongside the improved functionality, the cost of 
technology has decreased as new providers have 
created competition and with the adoption of 
Software-as-a-Service (SaaS) solutions.

Supporting International Expansion
Improved functionality means it is realistic for 
a small team to oversee, manage and operate 
treasury activity across a group of companies 
operating in different countries and in multiple 
currencies. The data feeds provide the information 
needed for visibility over cash and, importantly, 
this data is constantly available. The availability of 
data can also support a robust business continuity 
plan. Payments and other actions can also be 
managed and conducted from a central location, 
giving organisations the choice on how best to 
structure their treasury departments to be as 
efficient as possible. Companies do not need 
to have treasury expertise in every country in 
which they operate; instead they can choose to 
concentrate expertise to one or more centres.

Secondly, technology makes it possible to 
integrate groups of entities into a single 
structure, whether or not it is managed from a 
single location. These entities can have financial 
relationships with other group entities and 
it is possible to reduce the level of financial 
relationships group entities have with external 
banking partners, and to internalise these to an 
in-house bank instead. In this way, international 
expansion can be controlled via the use of 
technology, as long as the applicable local 
regulations and company sensitivities permit it, 
and the expansion is consistent with the group’s 
tax and legal strategies.
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EVOLVING TECHNOLOGY

Technological developments
Blockchain
Distributed ledger technology, including blockchain, creates transaction 
records that are linked and distributed across all participating network 
computers. The benefit of this to treasury, is that it provides valuable 
insight into complex interactions including cross-border payments and 
international trade. 

Indeed, for most corporate treasurers, it is its underlying ability to 
reduce uncertainty in international trade that offers most potential 
for improved transaction efficiency, and therefore, reduced costs, 
via the digitisation of traditional trade finance techniques such as 
letters of credit. Its potential to support cross-border payments is 
also evident given that some solutions (such as MoneyTap in Japan) 
already use the technology for retail payments. The Bank of Canada 
and the Monetary Authority of Singapore have also conducted trials of 
cross-border payments using blockchain technology. However, much 
more development will be required before companies and banks use 
blockchain technology for high-value payments.

Blockchain technology underpins cryptocurrencies, including Bitcoin, 
but, until cryptocurrencies are able to demonstrate utility as a store of 
value, their use, especially for B2B transactions, is likely to remain low. 
Regulation of cryptocurrencies may help to reduce the current volatility 
in their value. Other factors, such as the required processing power, 
may also act to restrict their use.
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EVOLVING TECHNOLOGY

Application Programming Interfaces
APIs serve as software gateways between programs, allowing the data from 
one application to be used in another platform or service. Although APIs have 
been used for years, the impact on financial services is just beginning to be felt. 
Banks, for example have started to share their APIs with outside partners for 
application development. These partnerships have resulted in new applications 
related to services including payments, borrowing, investments, and insurance. 
Regulation (notably in the form of PSD2) is requiring banks to further provide 
access to third parties and is helping to drive the development of “open 
banking”. Open banking is developing at varying rates in different markets but 
is having the effect of making it easier and less expensive to aggregate data 
from different banks and other payment service providers.  

Artificial Intelligence
Robotic process automation (RPA) is an important element in the development 
of treasury technology solutions, including treasury management and ERP 
systems. The adoption of RPA reduces the need for manual intervention in 
core treasury processes, especially in areas such as data manipulation and 
processing, by, for example, eliminating the need to rekey data. RPA allows 
treasury practitioners to focus on errors and exceptions in data processing, 
freeing time to engage in more strategic activities.

Artificial intelligence (AI) and machine learning extend the concept of RPA by 
enabling technology solutions to “learn” from users’ actions. As an example, 
treasury management systems can learn how users prefer to characterize 
bank data for accounting purposes, reducing the time take to prepare data 
for submission to the general ledger. AI is also a potentially valuable tool 
against fraud, as it can learn when and how users access treasury technology 
and flag unusual behaviour.  

“Digitalisation is very important for DHL across the entire business; this includes the adoption 
of RPA and APIs. Within our shared service centres, we use robotic processes developed to 
replace mundane tasks previously performed by AR and AP clerks. Within treasury we have 
been exploring how to use RPA to automate certain back office roles. We are also keen to adopt 
APIs to streamline our communications with our banks and other FinTech providers.” 

—Stephen Hogan, VP Regional Treasury Asia Pacific, Deutsche Post DHL Group.
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PAYMENTS INNOVATION
It is perhaps the core payments area where competition between banks and technology 
companies (both established suppliers and new FinTech entrants) has been keenest 
and where the potential for disruption has been most evident. It is possible to identify a 
number of trends, including:

• A steady move away from paper towards electronic payment instruments. This 
is most obvious in the reduced use of cheques, which are expensive to process. 
Where cheques are still used, such as in India and the USA, system operators use 
cheque truncation to accelerate clearing and settlement times.

• A reduction in retail payment settlement cycles for low-value, batch-processed 
payments. System operators in many countries are reducing the settlement cycles 
of their existing systems (or introducing new ones) to overnight or same-day 
settlement of credit and debit items.

• The introduction of real-time settlement systems for instant payments. Initially, 
made available for retail payments only (by setting value thresholds), over time 
these thresholds are likely to rise, making instant payment systems a competitor to 
existing real-time gross settlement (RTGS) systems (at least for customer, rather 
than interbank, transactions). As the network of local faster payments systems 
expands, companies will rely less on more expensive “wire” payments to achieve 
intraday settlement.

• The development of mobile and internet payment instruments and settlement 
schemes. The adoption of these payment instruments has, in some countries, seen 
mobile and internet payments overtake more traditional ACH instruments.

PAYMENTS INNOVATION
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Historically, these changes may have only had a marginal impact on treasurers, 
as they were primarily concerned with “treasury payments” related to group-
level borrowing and investing, with managing accounts payable and receivable 
being squarely the preserve of group operating companies. Treasurers may have 
only interacted with operating companies at the end of the accounts payable and 
receivable cycles, when they were asked to fund some business units and asked 
others to remit any surpluses. However, as treasurers have gained first visibility over, 
and then access to, operating company bank accounts, this dynamic has changed. 
Treasurers now have the ability to take control over more of their organisations’ 
financial supply chains, either directly by centralising payments management 
or indirectly by applying group payments policies, making these innovations in 
payments of direct relevance to corporate treasurers.  

These changes in payments are part of the wider pattern of evolution and disruption 
across the corporate treasury landscape. They illustrate how technology, in 
particular, has enabled treasurers to exercise more visibility over group payments 
and, therefore, take more responsibility for their management. Understanding how 
innovation in payments is being triggered will help treasurers identify and take 
advantage of opportunities to improve the way they manage payments. There are 
three inter-related factors that help to explain how innovation is being driven:

• Regulation both imposes specific obligations on market participants and opens 
up the payments market to new entrants;

• Technological improvements provide the opportunity for new and existing 
participants to develop new solutions; and 

• Technology has also made it possible for companies to take advantage of these 
new solutions to manage their activities more efficiently.

PAYMENTS INNOVATION
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Regulation
Regulation is a critical component of the payments environment as it 
forms the boundaries for what is permissible. These boundaries are 
critical in developing and preserving confidence in payment methods 
and channels, which is vital to a successful economy. Companies, their 
customers and suppliers all need reassurance from a robust system 
of regulation and oversight to be able to trust that payments will be 
made and received safely and that there is a process to resolve any 
problems that occur. Without that trust, domestic and international 
trade are both much more difficult. 

Allied to this, a robust payment infrastructure is important for the 
stability of the wider financial system. Each day millions of transactions 
worth billions of dollars are routed through payment systems around 
the world. Any loss of liquidity in any single system has the potential 
to cause major disruption, with a high risk of contagion across national 
borders. Regulators around the world are looking more closely at 
how banks provide liquidity to the payment systems within their 
jurisdictions. This is a task that has become more urgent as payment 
cycles are shortened and the use of instant payments has increased.

While wanting to provide an environment to support the economy, 
governments simultaneously want to ensure that the payments 
infrastructure is not being misused. There is a continued focus on 
preventing money laundering, which is requiring companies to be 
ever more diligent and, increasingly, to be able to demonstrate a 
knowledge of their customer (KYC). In the past, banks bore most of 
the responsibility for ensuring payments complied with the relevant 
legislation and regulation. This is implicit in traditional correspondent 
banking models and in trade finance, where each party’s bank 
effectively vouches for their client. Today, the onus of demonstrating 
compliance with KYC regulations, and anti-money laundering 
legislation more generally, is gradually shifting from banks to their 
clients. This is partly a direct result of companies taking greater 
control of payments processing. However, it is also part of a wider 
trend, where treasurers should expect to perform due diligence on all 
financial partners, including suppliers.

Government policy can also affect how companies manage their 
own payments and bank accounts. Some countries use regulation 
to direct that tax and/or social security payments must be paid (or 
collected) from an in-country bank account, with a view to improving 
revenue collection rates. In addition, some countries, primarily in the 
Middle East, require wage and salary payments to be collected by 
direct debit from in-country accounts to protect workers’ rights and 
conditions. More generally, the existence of exchange controls can 
make it very difficult for companies to make cross-border payments.

PAYMENTS INNOVATION
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How Payments Innovation 
Supports Efficiency
Each of the changes outlined above provides opportunities for 
treasury practitioners seeking to improve operational efficiency. 
However, companies may need to invest significant resource to be able 
to achieve improved efficiency. In this section, we discuss three areas 
in which payments innovation may lead to improved efficiency: the 
move to real-time, or instant, payments; the increased use of digital 
and mobile payments; and the opportunities for more efficient cross-
border payments.

Real-time Instant Payments
Australia and Singapore are just two countries which introduced 
systems that settle retail payments on a 24/7/365 basis and are 
real or near-real time. A number of other countries, including New 
Zealand, are in the process of implementing such systems. To date, 
where implemented, these systems have been primarily used for retail 
payments (where at least one party to the transaction is a consumer) 
largely because of the value thresholds in place. And, where 
companies do have access to these systems through their banks, take-
up is low as there is little incentive to adopt the new internal processes 
required to do so. Over time, it is likely that these thresholds will be 
increased (or abolished), making them a realistic alternative to existing 
RTGS systems for treasury payments. However, for instant payments to 
become a realistic alternative to current ACH systems, both companies 
and their banks are likely to have to make a significant investment in 
technology to support new processes.

One challenge when implementing instant payments is trying to 
make payments to a party whose bank is not part of the instant 
payments scheme. International banks are often not a member of 
a country’s instant payments scheme because they have no retail 
presence in that country.

That said, the use of instant payments offers very clear benefits for 
companies that transact online, especially where they provide a digital 
service, such as movie streaming, or the physical delivery of a product, 
such as food delivery, in which the payment is time-sensitive. For these 
companies, the ability to automate a link between the payment receipt 
and the delivery of the service (or release of the goods) will help to 
reduce any counterparty risk with the customer. For e-commerce 
companies, the need to adopt more efficient uses of working capital is 
driving the adoption of instant payments. 

PAYMENTS INNOVATION
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For other companies, which are still the overwhelming majority, there are 
some factors which might alter the incentives for companies to adopt 
instant payments:

• Regulatory treatment of intraday liquidity. At the moment, banks 
generally cover the cost of providing intraday liquidity to companies 
against either implied or explicit intraday credit lines. This may 
change if banking supervisors become more interested in how banks 
use their intraday liquidity. If banks are required to set aside more 
assets against intraday credit lines, it is likely that, at some point, 
they will charge their corporate clients for that credit. This may 
provide an incentive for companies to increase their use of instant 
payments to reduce their reliance on that intraday credit, thereby 
reducing their operational costs.

• Improved treasury technology functionality. To be able to manage 
their use of intraday credit, treasurers will need to be able to forecast 
positions on an intraday (rather than end-of-day) basis. This will 
require treasurers to have access to more timely information from their 
banks and payment service providers, likely via an enhanced API. They 
will also rely on more powerful forecasting tools incorporating machine 
learning to develop more accurate forecasts over time.

• Streamlined working practices. Companies will have to move away 
from existing batch-based payment processes towards managing 
payments individually. Again, technology will be critical here, as it will 
not be possible to adopt the labour-intensive payment initiation and 
authorisation processes currently used for treasury payments for all 
company payments. Instead, treasurers will need to use a payment 
workflow solution to manage these processes automatically. The 
workflow solution will incorporate parameters to manage payment 
cycles as well as to trigger manual intervention (e.g. to initiate an 
approval process for payments above a certain value or to verify a 
change in settlement instructions). 

Because instant payments cannot be recalled, one company 
recognised the need to protect against the risk of a payment being 
sent to a wrong account. For the regional treasurer, the key was to set 
up the correct payment procedures to check for routing problems. 
Once checked, as long as no problems are found, the payment files 
are approved automatically.

With the ongoing investment in instant payments systems, and their 
impressive adoption rates by consumers, it is inevitable that in time 
companies will either actively adopt them or be translated onto them 
by their banks. The extent to which treasury departments will take 
advantage of the “always open” element of instant payments schemes 
is less obvious. For risk management reasons, treasury (high-value) 
payments will still only be processed during banking opening hours. 
However, treasurers in some companies (in those industries with high 
volumes of retail transactions) may need to consider how best to manage 
payments received outside treasury department operating hours.

PAYMENTS INNOVATION
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Digital and Mobile Payments
The development of digital and mobile payment technology, and its 
high adoption rates by consumers, is revolutionising the payment 
landscape. To date, development has been concentrated in the person-
to-person (P2P) and consumer-to-business (C2B) sectors, with PayPal, 
Android Pay, Apple Pay, AliPay and WeChat Pay all examples of 
different processes for effecting money transfers between individuals 
and businesses. As an indication of the extent of digitisation, the 
Chinese economy forecast to process USD 45 trillion in mobile 
payments in 2020. 

Treasurers face competing pressures when considering new digital 
payment schemes. While the business units view the use of electronic 
wallets as a means to increase sales, the treasury manager is 
concerned with the counterparty risk associated with the electronic 
wallet providers, as well as how to collect payment faster.

Digital and mobile payments facilitate online transactions without 
the need for the purchaser to add bank account information or to use 
a payment card, as well as replacing payment cards and cash for low-
value retail transactions where the customer is present. The use of 
digital wallets and mobile payments is important because it disrupts 
more traditional payment methods and requires companies to 
respond to market developments. Companies in the retail sector, in 
particular, have had to adjust their collection processes to be able to 
meet customers’ expectations. For example, the Japanese MoneyTap 
service facilitates electronic funds transfers using smartphones and 
QR codes. 
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 2017 2018 2019 2020* 2021* 2022* 2023*

1.03tn
1.30tn

1.66tn

2.15tn

2.69tn

3.43tn

4.37tn

Can mobile payments claim the throne where cash is king?
Market size of countless payment and QR code payment services in Japan (in JPY)

*Forecast
 Source: Yano Research Institute@StatistaCharts
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One retail company has adopted the idea of dynamic QR codes 
to improve processing efficiency. This company is going to use an 
API connection with its point-of-sales machines, its ERP system 
and the banking system. Via the API, the system uses an order-
specific QR code, which the customer scans to make a payment 
direct from their bank account. By API connection with bank, the 
point-of-sales will recognise the reception of payment, and finish 
the purchase process. By linking each order to each payment, 
reconciliation is much easier and less error-prone.

Adopting new technologies also provides companies with 
opportunities to operate more efficiently. As an example, companies 
can incorporate QR codes into invoices, thereby reducing collection 
costs. The use of proxy addresses, such as Singapore FAST’s PayNow 
service and the Australian PayID, can simplify the collection process 
by making it easier for payers to pay, thereby reducing the risk of 
error and fraud.

On the disbursements side, the use of digital wallets offers employers 
alternatives to cash for wage and salary payments and is an example 
of how the technology is moving into the business-to-consumer 
(B2C) sector. Digital wallets allow their holders to make and receive 
electronic payments without a requirement to hold a bank account 
and so they have become popular in countries with relatively high 
proportions of the population without bank accounts. 

PAYMENTS INNOVATION

“The use of QR codes leverages three factors: the availability of instant payments; customer ac-
cess to smartphones; and the availability of banking apps on smartphones. When paying, scan-
ning a QR code triggers the banking app to initiate an instant payment. In countries with estab-
lished real-time payment schemes, using QR codes is becoming one of the most efficient methods 
for collecting payments. Those countries without real-time payment schemes are in a transition 
phase, in which it is more important to move cash to electronic wallets or traditional cards.”  

—Stephen Hogan
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Cross-border Payment Innovation
One of the frustrations for companies operating 
internationally has been the lack of visibility over 
cross-border payments. Domestic payments are 
cleared and settled according to a timetable. In 
contrast, managing cross-border payments and 
collections has required a degree of estimation on 
both side of the transaction: in timing payment 
disbursements to meet due dates and anticipating 
collections for more efficient liquidity management.

There have been a number of innovations by 
established market participants to try to make 
cross-border payments more efficient. To achieve 
this, there are two key issues that need to be 
overcome: the use of various payment formats in 
different companies makes cross-border payments 
costly to process and the lack of visibility over 
the correspondent banking which makes cash 
forecasting and liquidity management difficult 
(not least because lifting fees can be applied, 
resulting in a lower-than-expected payment 
amount reaching the beneficiary).  

• Seeking a common payment format standard. 
One of the major causes of inefficiency has been 
the need for companies to translate payment 
messages from one format to another. While 
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middleware solutions have been available 
to interface between treasury management 
and ERP systems and banks, they add cost to 
the process, both in terms of maintaining the 
interfaces and because each interface represents 
an additional risk of fraud or error. 

There have been a number of initiatives over 
the years to try standardise international 
payment message formats, with SWIFT payment 
messages important in the countries in which 
they are used. The introduction of the ISO 
20022 global financial business transaction 
standard has broad acceptance and is the basis 
of a number of different payment instruments, 
including SEPA instruments in Europe.

That said, adopting a standard is not the same as 
adopting a common format, so differences will 
still remain and the role of middleware solutions 
will continue (even in a more simplified form).

It is difficult to implement a standardised, 
aggregating solution for managing electronic 
wallets. Each country has its own electronic 
wallet system and bank aggregation models 
tend to be focused on the small number of 
countries in which they have a retail presence.
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• Improving visibility over cross-border 
payments. There are potentially three 
different ways to achieve this outcome. First, 
the established processes can be made more 
transparent. This is the objective of the SWIFT 
gpi initiative that has introduced the Unique 
End-to-End Tracking Reference (UETR) code. 
As long as the banks in the correspondent 
banking chain have the ability to process it, 
the UETR allows banks and customers to track 
the process of a cross-border payment, as well 
as the application of any associated fees and 
charges. Second, specialist payment service 
providers can provide cross-border transfers 
more efficiently, simply by making the cross-
border element via internal book transfers 
across virtual bank accounts they operate. 
Third, existing correspondent banking models 
could be replaced by using blockchain 
technology, which would allow a range of 
data (such as invoice information) to be 
transferred along with the payment. In theory, 
this technology could be used to create a 
virtual ledger in which a payment could be 
transferred seamlessly from one party to 
another. The attraction of blockchain is that 
all participants in the process have access 
to it, and can see precisely when payment 
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is made. A number of different blockchain 
payment solutions have been developed 
(both by banks and FinTech companies). 
To be effective, banks and payment service 
providers around the world will have to 
adopt a common solution using a common 
blockchain protocol. With development of 
potential solutions still in relatively early 
stages, it is not yet clear how a blockchain 
solution for payments will develop. 

It is equally unclear how cross-border payments will 
develop more generally. Certainly, there has been 
much discussion (not just related to payments) 
about how FinTech companies will disintermediate 
banks. Banks certainly face a challenge to retain 
their central role in the payments business but the 
engagement of the leading international banks in 
blockchain technology projects suggests banks are 
not prepared to simply stand aside. It is the threat 
of disintermediation in cross-border payments that 
is forcing banks both individually (via investments 
in blockchain projects) and collectively (via 
organisations such as SWIFT) to seek ways to 
improve visibility over cross-border payments. In 
the context of “just-in-time” global physical supply 
chains, the global financial supply chains have to fall 
into alignment.
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Opportunities to Manage 
Payments More Efficiently
For treasurers, these innovations are only of value if 
they can take advantage of them to improve one or 
more processes to reduce risk or free working capital. 

Tactical opportunities
Tactically, treasurers have a number of opportunities 
to manage payments more efficiently, including:

• To shorten disbursement and collection 
processes. One way to improve efficiency 
is to migrate away from cumbersome and 
time-consuming payment processes. A key 
step is to automate as much of the collection 
and disbursement cycles as possible, via 
electronic invoicing processes and automating 
disbursements through an ERP, or similar, 
system. If cheques are still issued, moving 
to electronic disbursements should reduce 
processing times. Making these internal 
processes as efficient as possible will help to 
free up working capital. 

• To consider alternative solutions. It may not 
be possible, or it may be too time-consuming, 
to alter some processes, especially if changes 
need to be made outside the treasury 
department. In these circumstances, it may be 
resource efficient to use an intermediary to 
interface with the third parties. For example, 
it can be difficult to standardise a payment 
process, if a large multinational receives a 
high volume of low-value invoices from many 
different suppliers. In this situation, instead of 

spending time and effort trying to persuade 
hundreds of suppliers to change their billing 
processes, the multinational can deploy an 
interface which integrates with the suppliers’ 
ERP and invoicing systems. This is possible 
because the ERP providers are publishing key 
parts of their code to third parties, who then 
develop solutions to transfer data into and 
out of their systems. For outgoing payments, 
PSD2 requires banks to permit authorised 
Payment Initiation Service Providers (PISPs) 
to initiate payments on behalf of their clients.

• To use new payment instruments for 
disbursements. Treasurers may also take 
advantage of the opportunity to adopt new 
payment instruments, including both instant 
payments and electronic wallet payments 
for disbursements. Because of the shortened 
settlement cycles and the irrevocability of 
instant payments, treasurers will need to 
implement processes to protect against the 
risk of processing error. The key will be to 
automate as much as possible by, for example, 
only permitting an outgoing payment to be 
sent when matched to an approved invoice. 
As noted above, if banks start to charge for 
the use of intraday credit lines, treasurers will 
have to adjust daily operational routines, such 
that outgoing payments are prioritised not 
only according to urgency but also in terms 
of their impact on intraday liquidity. Intraday 
liquidity charges will become more likely 
as threshold limits on instant payments are 
raised or even abolished.

PAYMENTS INNOVATION
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• To use new payment instruments for 
collections. As the adoption of new payment 
instruments increases, companies will need 
to adjust their collection processes to be 
able to accept and process them efficiently. 
When collecting instant payments, companies 
will benefit from their irrevocability. 
However, companies will have to adjust their 
forecasting methods when moving away from 
ACH payments, as the timing of collected 
payments will become less certain. (As batch 
payments are settled in cycles, anticipating 
the timing of their receipt is easier.) Similarly, 
in order to make it as easy as possible for 
customers to pay, companies, especially those 
in the retail sector, will need to be flexible 
when determining which payment instruments 
to accept, especially from the perspective of 
reconciling collections.
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Strategic opportunities
From a strategic perspective, developments in 
treasury technology functionality, primarily in 
treasury management systems, give companies 
the opportunity to restructure their payments 
activities. Given the corporate governance 
pressure to exhibit control over all financial 
activity, responsibility for overseeing all types of 
payments has shifted from operating companies 
to the group headquarters, even in “decentralised 
companies”. In particular, central treasury has to 
adopt a payments strategy that covers most or all 
group payments. 

On the operational side, some companies choose 
to centralise only core treasury payments, with 
group operating payments managed locally 
(albeit subject to standardized processes); others 
decide to centralise payments processing, but 
are required to retain some processing in-country 
where regulations or other practicalities require 
it. Increasingly, in many cases, these activities can 
be automated, so availability of suitably qualified 
individuals is not the primary requirement. 
Payments can be initiated automatically via a set 
of rules embedded in the treasury management or 
ERP systems, for example. Batch payments, such 
as salaries or a weekly supplier payment run, can 
be authorised ahead of time. Individual payments 
(including treasury payments and emergency 
payments, where for example payroll has failed) 
can be initiated remotely and approved via mobile 
technology. That said, in many organisations 
treasurers are looking to extend the responsibility 
of existing or new centralized structures to 
manage payments both to exercise more direct 
control and also to take advantage of potential 
economies of scale, while remaining compliant 
with relevant country regulations and subject to 
the constraints of any exchange controls. 

“Customers are driving the acceptance and 
adoption of different payment schemes. For 
consumers to change from one electronic 
wallet scheme to another is easy. It is much 
more difficult for companies to adopt new 
schemes, because of the need to assess the 
associated risks.” —Pulat Yunusmetov.
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New structures generally fall into one of 
two categories:

Shared Services Centres/Payment 
Factories
The first type of structure is a standalone 
shared service centre. Shared services 
centres are used for a variety of purposes, 
including accounts payable and/or receivable 
management. The benefit to companies in 
establishing such centres, is that activity 
is concentrated to achieve efficiencies via 
economies of scale. 

Payment factories are typically a form of 
shared service centre, performing services 
ranging from preparing payment files on 
behalf of participating group entities through 
to initiating “payments on behalf of” (POBO) 
group entities, either as signatories on each 
entity’s bank account, or via payments from 
an account held in the name of the payment 
factory (or group treasury). Some companies 
use the same structure to operate a 
collections factory too, sometimes “collecting 
or receiving on behalf of” (COBO/ROBO) 
group entities. 

Where permitted, payment factories allow 
companies to rationalise their bank accounts, 
reducing operational costs. Controlling 
outgoing payments helps treasurers to time 
cash flows more efficiently, freeing working 
capital. The aim of a collection factory is to 
accelerate the process of collecting incoming 
payments, again to free working capital, 
through a combination of the adoption of 
streamlined processes and a cleaner liquidity 
management structure. 

If the decision is made to centralise 
processing, group operating companies 
should be provided with a service level 
agreement by the shared service centre 
or payment factory, as reassurance that 
relationships with customers and suppliers will 
not be adversely affected.

In-house Banks
Where shared services are effectively 
an outsourced solution (whether or not 
group entities are able to choose whether 
to use them), an in-house bank results in 
the centralisation of group bank account 
management either to group treasury or a 
special entity operating as an in-house bank. 
The purest version of an in-house bank results 
in all participating group entities holding 
virtual bank accounts with the in-house bank, 
which they use for all intra-group transactions 
and, ideally, all external transactions too. 

The logical extension to an in-house bank 
involves the removal of all external bank 
accounts from participating group entities, 
so that the in-house bank then transacts net 
payments on group entities’ behalf. Where 
net payments are not permitted, the in-house 
bank will transact gross. 

The aim is to eliminate the need for 
participating business units to hold any 
external bank accounts. There are two possible 
exceptions. First, some countries require 
certain payments (e.g. tax payments) to be 
made from bank accounts held in the name 
of the specific group entity (rather than the 
in-house bank). Second, group entities may be 
permitted to operate local bank accounts in 
domestic currency for petty cash purposes (or 
wider requirements, such as wage payments) 
in locations where this is deemed necessary. 
Under an in-house banking structure, though, 
these accounts would be funded from the 
in-house bank rather than from external 
borrowing arranged locally.

The business units would no longer be 
responsible for any external activities. 
Instead, they would be left to focus on their 
own core activities. 
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CONCLUSION
With the pace of innovation in technology, and in payments in 
particular, there are many new opportunities for treasurers to 
operate more effectively. Enhancements to treasury management 
systems enables treasurers to automate core daily operational 
activity and to manage complex international organisations from a 
single global treasury centre, or a small number of regional centres. 
The adoption of APIs and distributed ledger technology, as well 
as the introduction of instant and digital payments, will provide 
ongoing opportunities to operate even more efficiently. 

The critical point for a treasurer is identifying solutions and using 
technology to improve treasury’s visibility and control over cash, 
including payments, and enhancing its ability to support the 
achievement of their organisation’s business strategy and objectives. 
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